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Enclosed for racordation with the Intersta®e Commefce
Commission vursuant to Section 11303 of Title 49 of the Ulibed-otaues
Code ("Section 11303") are cne original and twec counterpar, s of, e4~h
of the foliowing documents: b

Dear Sir:

' \ "ﬁ
- H‘- N

l. Mortgage dated as of October 1, 197°tﬁtheﬁg
"Mortgage") between Citicorp Industrial Cradlt,ylww.f as
Lender (the "Lender™)', and Cs&H Rallwaysh_#g .y as Borrower
(the "Borrower"), which EVidénces, among other things, tha
mortgage and assigrment as security by the Borrower to the
Lender of the Borrower's right, title and interest in, to
and under (a) certain railroad equicment (the "Equipment")
described in Annex 1 to the Mortgage and all vproceeds
thereof; (b) a Lease Agreement made as of September 23,
1977 between PRex Railways, Inc., as Lessor, and the Lenawee
County Railroad Companv, Inc., as Lessee, which was
recorded pursuant to Sectlcn,&J\BOB on June 22, 1978 at 8:20
A.M, under Racordation No 2353 as amendead by an Egquipment
Schedule which was recorded pursuant to Section 11303 on
February 26, 1979 at 11:20 A.M. under Recordation
No. 9453-A, a First Amendment to Equipment Schedule which
was recorded pursuant te Section 11303 on March 15, 1979 at
11:40 A.M. under Recordation No.\géé;;B, a Second 2mencdment
to Equipment Schedule which was ftecorded pursuant to
Section 11303 on March 15, 1979 at 11:40 A.M. under
Recordation No. 9453-G and which identifies the Borrower as
the principal for whom Rex Railways, Inc. acts and who owns
the Equipment (as so amended, the "Lease"), and all pay-
ments to become due thereunder; and (¢} a Management
Agreement dated as of February 15, 1979 {(the "Management
Agresment") between Rex Railways., Inc. and Skiva
International, Inc. which was rscorded pursuant to Section
11203 on March 15, 1979 at 11:40 A.M. under Recordation
No. 9453-D; and all payments to become due thereunder.
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Citicorp Industrial Credit, Inc.

H

SorakMNeMight , title and interest of the Borrower which is
10043 ~ mortgaged and assigned as security pursuant to the Mortgage
was acquired from Skiva International, Inc. pursuant to an
Assignment dated March 15, 1979 (the "Assignment") which
was recorded pursuant to Section 11303 on March 15, 1979 at

11:40 A.M. under Recordation Nos. 94%53-F and 10131-F.

A Citibank Affiliate

2. Guaranty and Agreement dated as of October 1,
1979 among Citicorp Industrial Credit, Inc., Rex Railways,
Inc. and Rex-Noreco, Inc. which evidences, among other
things, the guarantee by Rex Railways, Inc. and Rex-Noreco,
Inc., severally and jointly, of certain of the obligations
of the Borrower under the Mortgage and the mortgage and
assignment as security by Rex Railways, Inc. to the Lender
of its right, title and interest in, to and under the Lease
and all payments to become due thereunder.

3. Consent and Agreement dated as of October 1, 1979
between the Lenawee County Railroad Company, Inc. and
Citicorp Industrial Credit, Inc., which evidences, among
other things, the consent of the Lenawee County Railroad
Company to the mortgage and assignment as security made by
the Borrower to the Lender pursuant to the Mortgage.

4. Consent and Agreement dated as of October 1, 1979
between Skiva International, Inc. and Citicorp Industrial
Credit, Inc., which evidences, among other things, the con-
sent of Skiva International, Inc. to the mortgage and
assignment as security made by the Borrower to the Lender
pursuant to the Mortgage; the right, title and interest
subject to such mortgage and assignment having been
assigned to the Borrower by Skiva International, Inc. pur-
suant to the Assignment.

5. Release and Agreement dated as of October 1, 1979
between Twitter, Inc. and Citicorp Industrial Credit, Inc.,
which evidences, among other things, the release by
Twitter, Inc. to the Borrower of all of its right, title
and interest in, to and under a Conditional Sale Agreement
dated as of February 13, 1979 among Twitter, Inc., as
Vendor, Rex Railways, Inc., as Manager, and Skiva
International, Inc., as Vendee, which was recorded pursuant
to Section 11303 on February 22, 1979 at 4:40 P.M. under
Recordation No. 10131, as amended by Amendment Agreement #l1
dated as of February 13, 1979 which was recorded pursuant
to Section 11303 on March 15, 1979 at 11:40 A.M. under
Recordation No. 10131-B, including all of its right, %title
and interest in and to the Equipment.

6. Amendment dated as of October 1, 1979 between Rax
Railways, Inc. and C&H Railways, Ltd., which amends the
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Industrial Credit, Inc.

Citicor
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Nk e nagement Agreement; the rights and obligations of CgH

10043 ' Railways, Ltd. under the Management Agreement having been
acquired from Skiva International, Inc. pursuant to the
Assignment.

| A Citibank Affiliate

The addresses of the parties to the enclosed documents are
as follows:

1. Citicorp Industrial Credit, Inc., 399 Park
Avenue, New York, New York 10043.

2. C&H Railways, Ltd., 1250 Broadway, New York, New
York 10018.

3. Rex Railways, Inc., 616 Palisade Avenue,
Englewood Cliffs, New Jersey 07632.

4. Rex-Noreco, Inc., 616 Palisade Avenue, Englewood
Cliffs, New Jersey 07632,

5. Twitter, Inc., c/o Rex Railways, Inc., €15
Palisade Avenue, Englewood Cliffs, New Jersey 07632.

6. Lenawee County Railroad Company, Inc., 708 East
Michigan Street, Adrian, Michigan 49221.

7. Skiva International, Inc., 125C Broadway, New
York, New York 10018.

The Equipment covered by the enclosed documents consists of
100 70-ton, 50'6" general purpose box cars, manufactured by Pullman
Standard Division of Pullman Incorporated, having the mechanical des-
ignation of the American Association of Railroads "XM", bearing the
road numbers of the Lenawee County Railroad Company, Inc. ICRC 2001
through 2100, inclusive, and bearing the legend "Ownership Interest
Subject to a Security Agreement Filed under the Interstate Commerce
Act ."

Also enclosed is a check in the amount of $260 for payment
to the Interstate Commerce Commission of the required filing fees of
$10 for the Amendment to the Management Agreement and $50 for each of
the other five documents which are enclosed.

Please accept the enclosed documents for recordation and
make the appropriate entries to the Index of Documents in order to
reflect the assignments, transfers, releases and amendments which are
effected by such documents and described above. Please return the
original of each of the enclosed documents, stamped with a recorda-
tion number, together with the usual letter of the Commission
confirming recordation, to the delivering messenger of our counsel,



Citicorp Industrial Credit, Inc.

A Citibank Affiliate

S feae3i8 . Mudge Rose Guthrie & Alexander, 20 Broad Street, New York,

New Y , :
1004New York 10005, for transmittal to the undersigned.

Very truly vyours,

CITICORP INDUSTRIAL CREDIT,
INC.

Title
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GUARANTY AND AGREEMENT
Dated as of October 1, 1979
among
REX RAILWAYS, INC.,
REX~-NORECO, INC.
and

CITICORP INDUSTRIAL CREDIT, INC. /

(COVERING 100 GENERAL PURPOSE BOXCARS)
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GUARANTY AND AGREEMENT dated as of October 1, 1979 among
REX RAILWAYS, INC. (the Manager), REX-NORECO, INC. (Rex—-Noreco, and
Rex-Noreco and the Manager shall be herein referred to as the
Guarantors and each as a Guarantor) and CITICORP INDUSTRIAL CREDIT,
INC, (the Lender).

WITNESSETH:

WHEREAS, Twitter, Inc. (the Vendor), the Manager and,
through an Assignment dated March 15, 1979 (the Assignment) from
Skiva International, Inc. (Skiva), C&H Railways, Ltd. (the
Borrower) are parties to a Conditional Sale Agreement dated as of
February 13, 1979 as amended by Amendment Agreement #1 dated as of
February 13, 1979 (as so amended, the Conditional Sale Agreement),
concerning the railroad equipment described in Annex A thereto (the
Equipment) ; :

WHEREAS, the Manager and, through the Assignment, the
Borrower are parties to a Management Agreement dated as of
February 13, 1979 (the Management Agreement) and the Manager and the
Lenawee County Railroad Company, Inc. (the Lessee) are parties to a
Lease Agreement made as of September 23, 1977 and amended by the
Equipment Schedule executed on October 4, 1978 by the Manager and on
October 9, 1978 by the Lessee, referring to the Equipment, and the
First and Second Amendments to Equipment Schedule (as so amended, the
Lease); ‘

WHEREAS, the Vendor has assigned substantially all of its
right, title and interest in, to and under the Conditional Sale
Agreement to The Provident Bank (Prowvident) pursuant to an Agreement
and Assignment dated as of February 13, 1979;

WHEREAS, the Borrower desires to prepay the Conditional
Sale Indebtedness, as defined in the Conditional Sale Agreement (the
Conditional Sale Indebtedness), and all other amounts owing Provident
under the Conditional Sale Agreement;

WHEREAS, the Borrower desires the Lender to loan to it an
amount equal to the outstanding Conditional Sale Indebtedness, plus
accrued interest thereon, pursuant to the terms of a Mortgage dated
as of October 1, 1979 between the Lender and the Borrower (the
Mortgage, and unless otherwise defined herein, all terms used herein
shall have the respective meanings assigned to them in the Mortgage),
which loan (the Loan) will be secured by a mortgage of the Collateral
therein described, which includes Equipment, the Borrower's rights
in, to and under the Lease and the Management Agreement and the
Manager's rights in, to and under the Lease; and

WHEREAS, the Guarantors desire to have the Lender make the
Loan to the Borrower pursuant to the terms of the Mortgage, and the
Lender is willing to make such Loan pursuant to the Mortgage upon the
condition, among others, that each Guarantor execute and deliver this
Guaranty and Agreement.



NOW, THEREFORE, in consideration of the agreements of the
Lender under the Mortgage and the premises hereof and thereof and
other good and valuable consideration, the parties hereto agree as
follows: '

SECTION 1. Guaranty of Payment. The Guarantors, jointly
and severally, hereby irrevocably and unconditionally guaranty to the
Lender the due and punctual payment of all moneys and amounts
(including, without limitation, expenses and indemnities) payable by
the Borrower pursuant to the Mortgage or under the Note, as defined
in the Mortgage, when and as the same shall become due and payable
(whether at stated maturity or by required prepayment or by declara-
tion, acceleration or otherwise) pursuant to and in accordance with
the terms of the Mortgage. Such guaranty is an absolute, present and
continuing guaranty of payment and not of collection and is in no way
conditional or contingent upon any attempt to collect from the
Borrower or any other guarantor of the obligations of the Borrower,
including the other Guarantor, or upon any other action, occurrence
or circumstance whatsoever. In case the Borrower shall fail so to
pay any such principal, interest or other amount, the Guarantors
shall pay the same, in lawful money of the United States of America
at the place specified in the Mortgage, together with interest, at
the rate applicable to overdue payments under the Mortgage, on any
overdue principal (including any overdue prepayment of principal) and
(to the extent permitted under applicable law) on any overdue
installment of interest, and on any other overdue amount, from the
date the same became due and payable to the date of payment. Each
Guarantor shall be individually obligated to pay all amounts owing
pursuant to this Section and Section 15 of this Guaranty and
Agreement.

SECTION 2. Guarantors' Obligations Absolute and
Unconditional. The obligations of each Guarantor hereunder shall be
absolute and unconditional, irrespective of the validity, regularity
or enforceability of the Mortgage or any other agreement referred to
herein or therein, shall not be subject to any counterclaim, setoff,
deduction or defense based upon any claim that either Guarantor may
have against the Lender hereunder or otherwise, and shall remain in
full force and effect without regard to, and shall not be released,
discharged or in any way affected by any circumstance or condition
whatsoever (whether or not the Guarantor shall have any knowledge or
notice thereof), including, without limitation: (a) any amendment or
‘modification of or supplement to the Mortgage or any other agreement
referred to herein or therein which does not modify in any material
respect the obligations of the Guarantors hereunder or which each
Guarantor has approved, in writing, or any assignment or transfer of
any of such agreements or of any interest therein, or any furnishing
or acceptance of additional security, or any release of any security,
for obligations of the Borrower under the Mortgage or otherwise; (b)
any waiver, consent, extension, indulgence or other action or
inaction under or in respect of any such agreement or instrument, or
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any exercise or non-exercise of any right, remedy, power or privilege
under or in respect of any such agreement or instrument or this
Guaranty and Agreement; (c¢) any bankruptcy, insolvency, reorganiza-
tion, arrangement, readjustment, composition, liquidation or similar
proceeding with respect to the Borrower or its properties or its
creditors; (d) any merger or consolidation of the Borrower into or
with any other corporation or any sale, lease or transfer of any or
all of the assets of the Borrower to any other person; (e) any fail-
ure on the part of the Borrower for any reason to perform or comply
with any of the terms of any other agreement with one or both
Guarantors; or (f) any other circumstance which might otherwise con-
stitute a legal or equitable discharge or defense of a guarantor.
The Guarantors, severally and jointly, covenant that their obliga-
tions hereunder will not be discharged except by complete performance
of the obligations guaranteed hereby.

SECTION 3. Waiver. Each Guarantor unconditionally waives
(a) notice of any of the matters referred to in Section 2 hereof, (b)
all notices which may be required by statute, rule of law or other-
wise, other than. those notices specifically required by the terms of
this Guaranty and Agreement or the Mortgage, to preserve any rights
of the Lender against such Guarantor, including, without limitation,
presentment to or demand of payment from the Borrower with respect to
any amount due, notice to the Borrower of default or protest for non-
payment or dishonor, (c) any right to the enforcement, assertion or
exercise by the Lender of any right, power or remedy conferred in the
Mortgage and (d) any requirement of diligence on the part of the
Lender.

SECTION 4. Representations, Warranties and Agreements of
the Manager.

(a) Representations and Warranties. The Manager
represents and warrants that:

(1) Due Organization. It is a corporation duly
organized and validly existing in good standing under
the laws of the State of New Jersey and had the corpo-
rate power and authority to enter into the Lease and
the Management Agreement at the time it entered into
such agreements and has the corporate power and
authority to enter into this Guaranty and Agreement
and an amendment to the Management Agreement dated as
of October 1, 1979 between the Manager and the
Borrower (the Management Agreement Amendment) and has
the corporate power and authority to perform its obli-
gations under this Guaranty and Agreement, the Lease,
the Management Agreement and the Management Agreement
Amendment.



(2) Due Authorization and Enforceability. This
Guaranty and Agreement, the Lease, the Management
Agreement and the Management Agreement Amendment have
been duly authorized, executed and delivered by the
Manager and, assuming due authorization, execution and
delivery by the other parties thereto, are legal,
valid and binding obligations of it, enforceable in
accordance with their respective terms.

(3) No Violation. The execution and delivery by
the Manager of this Guaranty and Agreement, the Lease,
the Management Agreement and the Management Agreement
Amendment are not, and the performance by it of its
obligations under each as well as, through the
Management Agreement Amendment, the Mortgage will not
be, inconsistent with its charter or by-laws, do not
and will not contravene any law, governmental rule or
regulation, judgment or order applicable to it and do
not and will not contravene any provision of, or con-
stitute a default under, any indenture, mortgage, con-
tract or other instrument to which it is a party or by
which it is bound or require the consent or approval
of, the giving of notice to, the registration with or
the taking of any action in respect of or by, the
Interstate Commerce Commission or any other Federal,
state, local or Canadian governmental authority or
agency, except such as have been obtained, given or
accomplished.

(4) Title to the Equipment. On the Closing
Date, each Unit of Equipment and the Manager's right,
title and interest in and to the Lease will be free
and clear of all claims, liens, security interests and
other encumbrances of any nature (Liens) arising by,
through or under the Manager other than the rights of
the Manager under the Management Agreement, as amended
by the Management Agreement Amendment, the rights of
the Lessee under the Lease, and the rights of the
Lender under the Mortgage, the Note and this Guaranty
and Agreement.

(5) Performance Will Not Create Liens. The
performance by it of its obligations under this
Guaranty and Agreement, the Lease, the Management
Agreement and the Management Agreement Amendment (and,
through the Management Agreement Amendment, the
Mortgage) will not subject the Equipment, the Lease or
the Management Agreement, as amended by the Management
Agreement Amendment, to any Lien (other than the Liens
provided in the Mortgage and this Guaranty and
Agreement) under any indenture, mortgage, contract or
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other instrument to which it is a party or by which it
is bound.

(6) Mo Litigation. There are no actions, suits,
proceedings or investigations pending, or to the
knowledge of the Manager, threatened, before any
court, regulatory commission, board or other govern-
mental authority which question the validity of this
Guaranty and Agreement, the Mortgage, the Lease, the
Management Agreement or the Management Agreement
Amendment, or which might affect the ability of the
Manager to perform its obligations hereunder or there-
under, or which might result, either individually or
in the aggregate, in a material adverse change in the
business, operations, affairs or condition of the
Manager, except as previously disclosed in writing to
the Lender.

(7) Full Disclosure. There is no fact known to
the Manager which materially adversely affects or in
the future may (so far as the Manager can now foresee)
materially adversely affect the business, operations,
earnings, affairs, prospects or condition of the
Manager or any of its properties or assets which has
not been disclosed herein or in the other documents,
certificates and statements furnished to the Lender in
writing specifically for use in connection with the
transactions contemplated by the Mortgage.

(8) Design of Equipment. The design, quality,
and component parts of each Unit of the Equipment con-
form to all Department of Transportation and
Interstate Commerce Commission (hereinafter called the
ICC) requirements and specifications and to all stan-
dards recommended by the Association of American
Railroads (hereinafter called the AAR) reasonably
interpreted as being applicable to railroad equipment
of the character of such Unit, and each such Unit was
new railroad equipment at the time delivered to the
Borrower under the Conditional Sale Agreement.

(9) Status of Equipment. The 100 boxcars
described in and bearing the identification numbers
set forth in Annex 1 to the Mortgage are subject to
the Management Agreement and all of the terms and pro-
visions thereof and are currently under lease to the
Lessee pursuant to the Lease and are subject to all of
the terms and provisions thereof.

(10) Performance of Obligations. The Manager
has complied with all terms and provisions of the
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Lease and the Management Agreement, has performed all -
obligations and taken all actions required to be per-
formed or taken by it under the Lease and Management
Agreement, respectively, and has not transferred or
encumbered its interest in the Lease.

(b) Agreements. The Manager agrees and covenants
that:

(1) Delivery of Certificate. On the Closing
Date the Manager shall deliver to the Lender a certif-
icate to the effect that .the representations and war-
ranties of the Manager set forth in this Guaranty and
Agreement are true and correct in all material
respects on and as of such Closing Date with the same
effect as though made on and as of such Closing Date,
that no breach by the Manager in the performance of
its duties under the Management Agreement, as amended
by the Management Agreement Amendment, which shall or
may have a material adverse effect on the revenues
generated by the Equipment shall have occurred and be
continuing on such Closing Date, and that attached
thereto are true and complete copies of the
Conditional Sale Agreement, the Lease, the Management
Agreement and the Consent and Agreement to the
Management Agreement Assignment, which prior to the
prepayment of the Conditional Sale Indebtedness and
payment to Provident of the amounts referred to in
subparagraph (10) of paragraph (a) of Section 12 of
the Mortgage are in full force and effect on the
Closing Date and have not been modified or amended in
any respect.

(2) Delivery of Opinion. On the Closing Date,
the Manager shall deliver to the Lender a favorable
opinion of counsel, dated the Closing Date, to the
effect set forth in subparagraphs (1) through (6) of
paragraph (a) of this Section, which opinion may be
subject to the qualifications set forth in
paragraph (b) of Section 12 of the Mortgage.

(3) Restriction on Assignment. So long as any
amounts due and payable by the Borrower under the
Mortgage remain unpaid and outstanding, the Manager
shall not assign, transfer or encumber its right,
title and interest in, to or under the Lease and the
Management Agreement or any of the payments due or to
become due thereunder other than as provided in
Section 6 hereof.



SECTION 5. Representations, Warranties and Agreements of
Rex-Noreco.

(2) Representations and Warranties. Rex-Noreco rep—
resents and warrants that:

(1) Due Organization. It is a corporation duly
organized and validly existing in good standing under
the laws of the State of New Jersey and has the corpo-
rate power and authority to enter into and perform its
obligations under this Guaranty and Agreement.

(2) Due Authorization and Enforceability. This
Guaranty and Agreement has been duly authorized, exe-
cuted and delivered by Rex-Noreco and, assuming due
authorization, execution and delivery by the other
parties hereto, is a legal, valid and binding obliga-
tion, enforceable in accordance with its terms,.

(3) No Violation. The execution and delivery by
Rex-Noreco of the Guaranty and Agreement is not, and
the performance by it of its obligations under it will
not be, inconsistent with its charter or by-laws, do
not and will not contravene any law, governmental rule
or regulation, judgment or order applicable to it and
do not and will not contravene any provision of, or
constitute a default under, any indenture, mortgage,
contract or other instrument to which it is a party or
by which it is bound or require the consent or
approval of, the giving of notice to, the registration
with or the taking of any action in respect of or by,
the Interstate Commerce Commission or any other
Federal, state, local or Canadian governmental author-
ity or agency, except such as have been. obtained,
given or accomplished.

(4) Title to the Equipment. Each Unit of
Equipment is free and clear of all claims, liens,
security interests and other encumbrances of any
nature (Liens) arising by, through or under
Rex-Noreco,

(5) Performance Will Not Create Liens. The
performance by it of its obligations under this
Guaranty and Agreement will not subject the Equipment,
the Lease or the Management Agreement, as amended by
the Management Agreement Amendment, to any Lien (other
than the Liens provided in the Mortgage) under any
indenture, mortgage, contract or other instrument to
which it is a party or by which it is bound.



(6) No Litigation. There are no actions, suits,
proceedings or investigations pending, or to the
knowledge of Rex-Noreco, threatened, before any court,
regqulatory commission, board or other governmental
authority which question the validity of this Guaranty
and Agreement, or which might affect the ability of
Rex-Noreco to perform its obligations hereunder, or
which might result, either individually or in the
aggregate, in a material adverse change in the busi-
ness, operations, affairs or condition of Rex-Noreco,
except as previously disclosed in writing to the
Lender.

(7) Full Disclosure. There is no fact known to
Rex~-Noreco or any of its subsidiaries which materially
adversely affects or in the future may (so far as
Rex-Noreco or any of its subsidiaries can now foresee)
materially adversely affect the business, operations,
earnings, affairs, prospects or condition of
Rex-Noreco or any of its subsidiaries or any of their
respective properties or assets which has not been
disclosed herein or in the other documents, certifi-
cates and statements furnished to the Lender in writ-
ing specifically for use in connection with the trans-
actions contemplated hereby and by the Mortgage.

(b) Agreements. Rex-Noreco agrees and covenants
that:

(1) Rex-Noreco shall furnish to the Lender:

(A) promptly upon their becoming available, a
copy of each regular or periodic report and any regis-
tration statement or prospectus filed by Rex-Norecoc or
the Manager with the Securities and Exchange
Commission or any successor agency, including, but not
limited to, Rex-Noreco's Annual Report on Form 10-K,
Quarterly Report on Form 10-Q and any Current Reports
on Form 8-K, provided, however, that if at any time
Rex-Noreco is not required to file periodic reports
pursuant to the Securities Exchange Act of 1934, as
amended, and the rules and regulations thereunder, it
shall furnish to the Lender, in lieu of the informa-
tion set forth in this subparagraph (A), the financial
information set forth in paragraph(b) (2) of this
Section 5.

(B) within 90 days after the close of each
fiscal year of Rex-Noreco, a certificate of the chief
financial officer of Rex-Noreco stating that he has
reviewed the activities of Rex-Noreco and the Manager,
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and to the best of his knowledge, (i) no Default or
Event of Default, as defined in the Mortgage, has
occurred during such period, and (ii) if such Default
or Event of Default has occurred, specifying the
nature and period of continuance thereof and the
actions which Rex-Noreco or the Manager has taken or
proposes to take with respect thereto;

(C) upon the occurrence of any Event of Default
under the Mortgage of which Rex has knowledge, a cer-
tificate of an authorized officer of Rex-Noreco stat-
ing that such an Event of Default has occurred, the
nature and period of continuance thereof, and the
actions which Rex-Noreco or the Manager has taken or
proposes to take with respect thereto; and

(D) with reasonable promptness, any other
information which the Lender shall reasonably
request,

(2) If at any time Rex-Noreco is not required to file
periodic reports pursuant to the Securities Exchange Act of
1934, as amended, and the rules and regulations thereunder,
Rex—-Noreco shall furnish to the Lender in lieu of the
requirements of paragraph (b) (1) (A) of this Section the
following:

(A) within 90 days after the close of each
fiscal year of Rex-Noreco, a consolidated balance
sheet and consolidated statement of income of
Rex-Noreco as at the end of such year, setting forth
in each case the comparable figures for the previous
fiscal year, accompanied by an opinion of independent
certified public accountants, which opinion shall
state that such financial statements have been pre-
pared in accordance with generally accepted accounting
principles consistently applied, that the examination
by such accountants has been made in accordance with
generally accepted auditing standards and that such
accountants have obtained no knowledge of the occur-
rence of any Default under the Mortgage; and

(B) within 45 days after the end of the first
three fiscal quarters of Rex-Noreco, a consolidated
balance sheet and consolidated statement of income of
Rex-Noreco as at the end of each such quarter, certi-
fied as complete and correct, subject to changes
resulting from year-end adjustments, by the principal
financial officer of Rex-Noreco;



(3) On the Closing Date, Rex-Noreco shall execute and
deliver to the Lender a certificate, dated the Closing
Date, to the effect that the representations and warranties
of Rex-Noreco set forth in this Guaranty and Agreement are
true and correct in all material respects on and as of such
Closing Date with the same effect as though made on and as
of such Closing Date.

(4) On the Closing Date, Rex-Noreco shall deliver to
the Lender a favorable opinion of counsel, dated the
Closing Date, to the effect set forth in subparagraphs (1)
through (6) of paragraph (a) of this Section, which opinion
may be subject to the qualifications set forth in
paragraph (b) of Section 12 of the Mortgage.

SECTION 6. Covenants of the Guarantors. Rex-Noreco and
the Manager each hereby covenant and agree that so long as any
amount, the payment of which is guaranteed hereby, is unpaid and
outstanding:

(a) Except as set forth in paragraph (b) of this
Section, Rex-Noreco and the Manager shall each keep in full
force and effect its existence as a corporation, its good
standing as a duly qualified or licensed foreign corpora-
tion authorized to do business in each jurisdiction where
the conduct of its business requires such qualification,
and such of its other rights and franchises as are neces-
sary or desireable for the advantageous conduct of its
business,

(b) Neither Rex-Noreco nor the Manager shall consoli-
date with any other corporation or merge into any other
corporation or sell or otherwise transfer all or substan-
tially all of its property and assets to any other corpora-
tion (any such corporation resulting from such consolida-
tion or into which Rex-Noreco or the Manager shall have
been merged or to which such sale or other transfer shall
have been made being herein called the Successor
Corporation), unless:

(i) the Successor Corporation shall be a corpo-
ration incorporated under the laws of any state of the
United States of America;

(ii) the Successor Corporation shall expressly
assume the due and punctual performance of all the
obligations and liabilities of whichever of Rex-Noreco
or the Manager is its predecessor corporation under
this Guaranty and Agreement and shall consent and
agree in writing (by an instrument in form and
substance satisfactory to the Lender) to assume and
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perform all of the obligations and liabilities of its
predecessor corporation hereunder; provided, however,
that no such sale or other transfer shall release
Rex-Noreco or the Manager from any of their respective
obligations or liabilities under this Guaranty and
Agreement and the predecessor corporation shall remain

liable, severally but not jointly, with the Successor
Corporation;

(iii) the Successor Corporation shall not immedi-
ately thereafter be in breach of any provision of this
Guaranty and Agreement; and

(iv) the Lender shall consent to such consolida-
tion, merger or transfer of assets, which consent
shall not be unreasonably withheld.

(c) Each Guarantor shall duly pay and discharge or
cause to be paid and discharged all taxes, assessments and
governmental charges levied upon it or against its proper-
ties or assets or any of its franchises, business, income
or profits by any Federal, state or local government or
taxing authority in the United States prior to the date on
which any penalty or interest accrues thereon, unless and
to the extent that such tax, assessment or charge shall be
contested in good faith and by appropriate proceedings by
such Guarantor.

(d) In the event that either Guarantor pays to the
Lender amounts the payment of which is guaranteed hereun-
der, such Guarantor shall, in writing at the time of the
payment, identify the source and application of such
payment.

SECTION 7. Assignment as Security.

(a) As additional security for the Loan to be made by
the Lender pursuant to the Mortgage, the Manager hereby
mortgages, assigns and transfers unto the Lender and grants
the Lender a security interest in all of the Manager's
right, title and interest, both as agent and in its indi-
vidual capacity, in and to the Lease and all payments due
or to become due thereunder.

(b) Nothwithstanding the provisions of paragraph (a)
of this Section, the Manager shall be entitled, so long as
no Default or Event of Default (as defined in Section 22 of
the Mortgage) has occurred and is continuing and subject to
the terms and provisions of Sections 18 and 22 of the
Mortgage, to exercise all of its rights and obligations
under the Lease and the Management Agreement.
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Mortgage,

Section 8 thereof.

(c) Notwithstanding any provision of this Guaranty
and Agreement or the Mortgage which may be to the contrary,
the Manager shall remain fully liable under the Lease to
perform all of its obligations thereunder, and the Lender,
its successors or assigns, shall have no obligation or
liability under the Lease by reason of or arising out of
this Guaranty and Agreement or the Mortgage, nor shall the
Lender, its successors, or assigns, be required or obli-
gated in any manner to perform or fulfill any obligation of
the Manager under or pursuant to the Lease, or to make any
payment received by it, its successors or assigns, or to
press or file any claim or to take any other action to col-
lect or enforce the payment of any amounts which may have
been assigned to it, its successors or assigns, or to which
it, its successors or assigns, may have been entitled at
any time or times, provided that the Lender shall, as soon
as practicable, fully inform the Manager promptly in writ-
ing of any such matters of which it has actual knowledge.

(d) The Manager does hereby warrant and represent
that it has not assigned or pledged, and hereby covenants
that it will not assign or pledge, so long as any amount
owing under the terms of the Mortgage, the Notes or this
Guaranty remains unpaid and outstanding, any of its right,
title or interest in or to the Lease to anyone other than
the Lender, its successors or assigns.

(e) The assignment effected by this Section shall
take effect on the Closing Date and the powers and authori-
ties granted to the Lender, its successors or assigns,
herein, having been given for valuable consideration, are
hereby declared to be irrevocable.

(£f) In the event that the Lender has actual notice of
any event of default under the Lease, the Lender will give
prompt notice thereof to the Manager.

(g) The Manager agrees to furnish to the Lender
copies of all notices, statements, documents, or schedules
received by it under the Lease and the Lender shall cause
simmilar copies to be delivered to the Manager if received
by the Lender.

SECTION 8. Extension of Term. If the period for repay-

ment of the Loan should be extended pursuant to Section 8 of the
the obligations of each Guarantor hereunder shall be
extended and modified, without further act of any party, so as to
constitute a guaranty, subject to the provisions of this Guaranty and
Agreement, of the due and punctual payment of all amounts payable by
the Borrower under the Mortgage as modified by the provisions of
The consents of the Manager and Rex-Noreco given
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under the terms of Section 8 of the Mortgage shall constitute the
consent of each such party to the extension and modification of their
obligations under this Guaranty and Agreement.

SECTION 9. Purchase Option. Within 30 days after the
Lender gives written notice of any termination of the Management
Agreement or the Lease pursuant to clause (1) of Section 22(a) of the
Mortgage, or any declaration of the unpaid principal balance of the
Loan due and payable pursuant to clause (2) of Section 22(a), either
Guarantor may, upon not less than 5 days prior written notice to the
Lender, purchase the Lender's rights and interest in, to and under
the Mortgage and Section 7 hereof for an amount equal to the unpaid
principal balance of the Loan as of the date of such purchase plus
accrued interest to, but not including, such date plus any other
amounts then due and owing the Lender under the Mortgage. Upon due
payment to the Lender of the amount owing pursuant to this paragraph,
the Lender shall transfer to the purchasing party (without represen-
tations or warranties) the Note then outstanding and all of its
rights (except those to indemnification for losses, damages, inju-
ries, liabilities, claims and demands, and expenses in connection
therewith, which may be suffered or incurred by the Lender) in, to
and under the Mortgage and Section 7 hereof.

SECTION 10. Cure Rights. The failure of the Borrower to
make payment of any amount due under the Mortgage shall not consti-
tute an Event of Default under subparagraph (i) of paragraph (a) of
Section 22 of the Mortgage if either of the Guarantors pays to the
Lender the full amount due and payable by the Borrower within 5 days
after the Lender gives notice of such failure to make payment to such
Guarantor pursuant to the Mortgage and such payment is made in com-
pliance with all of the terms and provisions of the Mortgage.

SECTION 11. Remedies. In case the Guarantors shall fail
forthwith to pay upon demand of the Lender any amounts due pursuant
to the provisions hereof, the Lender shall be entitled and empowered
to institute any action or proceeding at law or in equity for the
collection of the sums so due and unpaid, and may prosecute any such
action or proceeding to judgment or final decree against either
Guarantor or both Guarantors for the full amount due and collect in
the manner provided by law out of the property of either Guarantor or
both Guarantors, wherever situated, the monies adjudged or decreed to
be payable.

SECTION 12. Subrogation. Upon payment in full of all
amounts owing to the Lender pursuant to the Mortgage, each Guarantor
shall be subrogated to the rights of the Lender under the Mortgage to
receive payments and distributions thereunder until each Guarantor
shall have been paid in full an amount equal to the aggregate of all
sums paid by such Guarantor pursuant to this Guaranty and Agreement.
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SECTION 13. Consent to Prepayment, Loan and Assigmment.
Rex-Noreco and the Manager each hereby consents, notwithstanding any
of the terms or provisions of the Lease and the Mangement Agreement,
as amended by the Management Agreement Amendment, which may be to the
contrary, to all of the terms and provisions of the Mortgage and to
the transactions contemplated thereby, including, but not limited to,
the prepayment by the Borrower of the Conditional Sale Indebtedness,
as defined in the Conditional Sale Agreement, and the mortgage of and
grant of a security interest to the Lender in the Collateral.

SECTION 14. Assignment of Mortgage by the Lender. The

Lender may assign, without the consent of the Borrower, the Manager,
Rex-Noreco or any other party, any or all of its rights and obliga-
tions in, to and under the Lease, the Management Agreement, the
Management Agreement Amendment, the Note and the Mortgage. In the
event of any such assignment and upon written notice to the Borrower,
the Manager and the Lessee, the Lender's assignee shall, to the
extent of such assignment, be entitled to the benefits of, and to
receive and enforce performance of, all of the covenants and agree-
ments to be performed (i) by the Borrower under the Mortgage and the
Note as though the Lender's assignee were named therein as the
Lender, (ii) by the Manager under the Management Agreement, as
amended by the Management Agreement Amendment, as though the Lender's
assignee were named therein as "Owner" and (iii) by the Lessee under
the Lease, as though the Lender's assignee were named therein as
either "RRI", "C&H" or the "Manager"; and be subject to all of the
duties and obligations of the Lender hereunder.

SECTION 15. Costs and Expenses. The Guarantors shall pay
all costs and expenses (including, without limitation, attorneys'
fees and expenses) reasonably incurred by or on behalf of the Lender
in enforcing the obligations of the Guarantors under this Guaranty
and Agreement.

SECTION 16. Security Deposit. Rex-Noreco and the Manager
hereby acknowledges that Rex-Noreco and/or the Manager have paid to
the Lender, on behalf of the Borrower, a non-refundable security
deposit in the amount of $26,000. The Lender shall retain $5,000 of
such deposit as a non-refundable commitment fee, which amount shall
not be applied to or reduce the obligations of the Borrower under any
Section of the Mortgage. If the Closing Date is a date after
October 16, 1979, the Lender shall retain an additional $10,000 of
such deposit as a non-refundable commitment fee, which additional
amount shall not be applied to or reduce the obligations of the
Borrower under any Section of the Mortgage. 1In the event the Lender
makes the Loan to the Borrower pursuant to the Mortgage, the portion
of such deposit not retained pursuant to the second and third sen-
tences of this Section shall be applied by the Lender, on behalf of
the Borrower, to the first installment of the repayment of the Loan.
In the event the Lender does not make the Loan to the Borrower, the
portion of such deposit not retained pursuant to the second and third
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sentences of this Section shall be retained by the Lender as
liquidated damages for its costs and expenses (exclusive of legal
fees which Rex-Noreco and the Manager have guaranteed to pay) in con-
nection with the negotiation of the transactions contemplated
hereby.

SECTION 17. Termination of Agreements. Rex-Noreco and
the Manager, severally and not jointly, hereby acknowledge that upon
the prepayment by the Borrower to Provident of the Conditional Sale
Indebtedness and the payment to Provident of the amounts set forth in
subparagraph (10) of paragraph (a) of Section 12 of the Mortgage, the
Conditional Sale Agreement, the Finance Agreement, dated as of
February 13, 1979, among Provident, the Vendor, the Manager, Skiva
and Rex-Noreco, the Guaranty and Agreement, dated as of February 13,
1979, between Provident and Rex-Noreco, the Lease Agreement
Assignment and the Management Agreement Assignment shall be termi-
nated without further act of any party and shall be of no further
force and effect.

SECTION 18. Amendments. The terms of this Guaranty and
Agreement may not be waived, altered, modified, amended, supplemented
or terminated in any manner whatsoever except by written instrument
signed by each of the parties hereto, or their successors and
assigns.

SECTION 19. Successors and Assigns. This Guaranty and
Agreement shall be binding upon the parties hereto and inure to the
benefit of such parties and, to the extent permitted hereby, their
respective successors and assigns. The Lender, or any assignee of
the Lender may assign its right, title and interest in, to and under
this Guaranty and Agreement without the consent of either of the
Guarantors. No assignment of this Guaranty and Agreement shall
increase the obligations of the Guarantors hereunder, and the
Guarantors shall be under no obligation to any assignee except upon
written notice of such assignment. The rights and obligations of
each Guarantor hereunder shall not be assignable except pursuant to
the provisions of Section 6 hereof.

SECTION 20. Survival of Agreements. All agreements, rep—-
resentations and warranties of each Guarantor contained herein or
made in writing by either of the Guarantors in connection with the
transactions contemplated hereby shall survive the execution and
delivery of this Guaranty and Agreement and shall continue in effect
as long as any obligations of the Borrower under the Mortgage are
unpaid and outstanding.
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SECTION 21. Notices. Any notice required or permitted to
be given by either party hereunder shall be deemed to have been given
when deposited in the United States mail, first-class postage pre-
paid, and addressed (a) if to the Manager or to Rex-Noreco, to 616
Palisade Avenue, Englewood Cliffs, New Jersey 07632 and (b) if to the
Lender, to 399 Park Avenue, New York, New York 10043, Attention:
Manager, Contract Administration, or to such other address as each
such party shall hereafter furnish to the other party in writing.

SECTION 22. Choice of Forum. The Manager, Rex-Noreco and
the Lender each, to the fullest extent permitted by law,
(a) designates the United States District Court for the Southern
District of New York, as a forum where any and all matters pertaining
to this Guaranty and Agreement may be adjudicated, and (b) by the
foregoing designation, consents to the jurisdiction and venue of such
Court for the purpose of adjudicating any and all matters pertaining
to this Guaranty and Agreement. Each party hereto not having an
agent for service of process of record with the Secretary of State of
the State of New York hereby irrevocably appoints the Secretary of
State of the State of New York as the agent for service of process in
any proceeding instituted hereunder and each party hereto agrees that
service of process upon such agent, in accordance with the then-
prevailing and applicable law as hereinabove agreed to, with a copy
of such summons or other instrument mailed to such party by United
States registered mail at the address specified in Section 21 hereof,
shall, upon receipt by such party, constitute proper service on such
party for all purposes without objections of any kind whatsoever.
Notwithstanding the provisions of this paragraph, any party hereto
shall also be entitled to institute legal proceedings to adjudicate
matters pertaining to this Guaranty and Agreement against the other
in any other competent court.

SECTION 23. Miscellaneous.

(a) Execution. This Guaranty and Agreement may be executed
in any number of counterparts and by the different parties hereto on
separate counterparts, all of which, when so executed and delivered,
shall constitute a single instrument, but the counterpart or counter-
part set, which shall be marked "Original", delivered to the
Interstate Commerce Commission for recordation and subsequently rede-—
livered to the Lender shall be deemed the original counterpart and
all other counterparts hereof shall be deemed duplicates thereof and
shall be marked "Duplicate". Although this Guaranty and Agreement is
dated as of the date first above written for convenience, the actual
dates of the execution hereof by the parties hereto are respectively
the dates set forth under the signatures hereto. '

(b) Governing Law. This Guaranty and Agreement shall be
construed in accordance with and governed by the laws of the State of
New York; provided, however, that the parties shall be entitled to
all rights conferred by 49 U.S.C. 811303, such additional rights
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arising out of the filing, recording, registering, or depositing of
this Guaranty and Agreement and any rights arising out of the marking
on the Units of Equipment, as such terms are defined in the
Conditional Sale Agreement.

(c) Headings. The headings in this Guaranty and Agreement
are for the purpose of reference only and shall not limit or define
the provisions hereof.

IN WITNESS WHEREOF, the parties hereto have caused this
Guaranty and Agreement to be executed by their respective duly autho-
rized officers on the respective dates set forth below.

REX RAILWAYS, INC.,
as Manager and a Guarantor

o AN W Ik

Title: ﬁ(fj

‘ Date: /m//@/]?
Attest:- O/LM / /

“[Seal] ////CZ} %7/

REX-NORECO, INC.,
as a Guarantor

W%ML

Title:

= : - - Date: /Qy/éa/c7z
%tteﬁ: 4@/&(4 é&&m i
Sea 1

3
7/
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CITICORP INDUSTRIAL CREDIT,

S/ /:
Title: /Mﬂﬂgpéalé

INC.

. pate:__ /i/ré/ 7§
Attest: /M C . %WL

[Seal]
- =
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h. 4/' ’
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b .o~ ~ T
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oA - -
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- )
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State of New Jersey )
SS.:

County.of qen__ )

14 Usber
zhi /%{ ~day, of ‘SzpEtember, 1979, before me personally
appeared }&éé1]zZ§}- Z w2s , to me sonally known, who being
by me duly sworn, says that he 1is the “;é%eé/, of Rex Railways,
Inc., that the seal affixed to the foregolrg instrument is the corpo-
rate seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of

Directors, and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

N Not;ry Public ¢/
. RUBIM SCHERTZ

NOTARY PUSLIC CGF M°W JERSEY
My Commissicn Expuaoec iAay 4, 1982

[Notari§l Seal]

State of New Jersey )
7/ SS.:

County of Qe )
/- # (25
3 7 Sm
appeared 8¢j&;tg{é;%2ﬁ&22;ﬁif~__q to y

by me duly sworn, says that he 1s the y . of Rex-Noreco, Inc.,
that the seal affixed to the foregoing” instrument is the corporate
seal of said corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of Directors,
and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

1979, before me personally
personally known, who being

o 7 Notafy Publi€./]
B / ~ RUBIN SCHERTZ ‘
| NOTARY PUALIC OF 115 JERSEY

My Commissicn cxpires May 4, 1982

[Notarigl Seall
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. [Notarial Seal] i3, 03—

State of New York )
| 8S.:

County of /Uzm,ib L)

On this 5!§@=>day of October, 1979, before me personally

appeared LQ;&L:BQiX%%J“\ , to me perignally known, who being
by me duly sworn, says that he is the ¥ of Citicorp
Industrial Credit, Inc., that the seal affixed to the foregoing

instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed of

said corporation.
TS&I&%JIUL/x-»(thAJULQ_,

Notary Public

PLTRIOR A, 178
Notary Pudlic, Sia:

) Cualificd in 1 Nreurty
{ioeiinate f: rrc g
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